October 7, 2011

MEMORANDUM FOR BOARD MEMBERS SAUL, SANCHEZ, DUFFY,
KENNEDY, AND BILYEU

FROM: GREGORY T. LONG &
EXECUTIVE DIRECTOR

SUBJECT: September 2011 Performance Review - G, F, C, S, |, and L Funds

INTRODUCTION

This report revliews key aspects of the investment performance of the G, £, C, S, |, and L Funds
through September 2011, investment manager performance and tracking error, trading costs, TSP fund
performance, and L Fund participation.

TRACKING ERROR - BlackRock Funds (BTC)

September Tracking Error

% BTC Fund % Index Tracking
Fund . Performance Performance Error
Fixed Income 0.73 0.73 0.00
Large Cap -7.03 -7.03 0.00
Small Mid Cap -10.73 -10.79 0.06
International -10.56 -9.53 -1.03

2011 Tracking Error

% BTC Fund % Index Tracking
Fund Performance Performance Error
Fixed [ncome 6.68 6.65 0.03
Large Cap -8.68 -8.68 0.00
Small Mid Cap -14.88 -15.05 0.19
International -15.68 -14.98 -0.70

The BlackRock Extended Equity Market Fund E outperformed by 6 basis points in August, and
by 19 basis points year to date, primarily as a result of the optimization process. The BlackRock
EAFE Equity Index Fund E underperformed by 103 basis points in September, and 70 basis
points year to date, primarily as a result of fair valuation of the fund on September 30, 2011.



Trading Costs

F Fund

September 2011
Year-to-Date

C Fund

September 2011
Year-to-Date

S Fund

Septemnber 2011
Year-to-Date

| Fund

September 2011
Year-to-Date

Dollar Amount Traded

766,994,553
5,085,421,666

1.506,411,971
16,110,456,688

097,049,277
11,889,908,731

1,167,412,661
8,476,247,660

Yrading Costs

$ Basls Points
508,930 6.6
1,482,611 2.9
244,667 1.6
3,909,636 2.4
(164,155) (1.6)
1,269,057 1.1
(3,039,013) (26.0)
8,296,493 9.8



G Fund

The following table compares the G Fund rate to be paid in the month noted to the 3 month
Treasury bill, the 10 year Treasury note and the 30 year Treasury bond at the time the rate was set.

G Fund 3-month T-bill 10 vear T-note 30 year T-hond

2011
October 1.63% 0.02% 1.92% 2.91%
Septermber 1.88 0.01 2,22 3.60
August 2.25 0.09 2.80 412
Jaly 2.63 0.02 3.16 4.37
June 2.50 0.06 3.06 4.23
May 2.88 0.05 3.29 4.40
April 3.00 0.09 3.47 4.51
March 3.00 0.14 3.43 450
February 2.88 0.15 3.37 4.57
January 2.88 0.13 3.30 4.34

2010
December 2.38 0.17 2.60 4.11
November 2.13 0.12 2.60 3.98
October 213 0.16 2.51 3.69
Saptember 213 0.14 247 3.52
August 2.50 0.15 2.91 3.99
July 2.63 0.17 2.93 3.89
June 2.88 0.16 3.29 4.21
May 325 0.16 3.66 4.52
April 3.38 0.14 3.83 4.71
March 3.13 0.13 3.61 4.56
February 3.13 0.08 3.59 4.49
January 3.50 0.08 3.84 464

2009
December 2.88 0.05 3.20 4.19
November 3.13 0.06 3.39 4,23
October 3.00 0.08 3.1 4.05
September 3.25 0.13 3.40 4.18
August 3.25 0.18 3.48 4.30
July 3.25 0.19 3.54 433
June 3.25 0.14 3.46 434
May 2.88 0.15 3.12 4.03
April 2.50 0.20 2.67 3.54
March 2.88 0.27 3.02 3.71
February 275 0.13 2.84 3.60
January 2.13 0.02 2.21 268



Performance of TSP Funds

The chart below shows the G, F, C, S, and | Fund net ratas of refurmn.
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The table below compares the net rates of retum for the F, C, S, and | Funds to the retumns of

the corresponding BlackRock funds.

Saeptember 2011

Total Return %

FEund TSP BTC Difference
Fixed Income 0.73 0.73 0.00
Large Cap -7.03 -7.03 0.00
Small Cap -10.73 -10.73 0.00
internationat -10.56 -10.56 0.01
2011

Total Return %

Fund TSP BTC Difference
Fixed Income 6.68 6.68 0.00
Large Cap -8.70 -8.68 -0.02
Small Cap -14.85 -14.86 0.01
intemational -15.70 -15.68 -0.02

Index

0.73
-7.03
-10.79
-9.83

The TSP Funds clossely tracked the BTC Funds for the month and year-to-date.




L Funds

The net rates of return for the L Funds are shown below along with comparable returns for
the G, F, C, S, and | Funds.

L Funds vs. Underlying Funds September 2011
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From Inception January 31, 2011 G F C S I
2050 -11.80% 1.76% 6.54% -10.81% -15.89% -17.68%



THRIFT SAYINGS PLAN MONTHLY INVESTMENT ACTIVITY

Aftachment 1 provides a summary of TSP investment activity and participation rates.
« Participants reduced contributions to the S and | Funds in favor of the G Fund (p.7).

« Despite the market volatility in September, the number of interfund transfers fell by more than 50%
(p.7). -

PROXY VOTING

An audit of BTC's proxy votes voting conducted by RiskMetrics Group found no exceptions to BTC's
astablished guidelines during the second quarter of 2011. A copy of the audit report is provided as
Attachment 2. RiskMetrics’ audit report for the third quarter of 2011 is not yet available.

RECOMMENDATION

The G Fund investments producse long-term yields while incurring no market risk. | recommend
reaffirmation of the current G Fund policy of investing solely In short-term maturitles.

The F, C, S, and | Funds have tracked their respective indices and have incurred low trading costs.
| recommend reaffirmation of the current F, C, S, and | Fund Investment policies.

WHEREAS the Federal Employees’ Retirement System
Act of 1986, as amended (5 U.S.C. § 8401 — et seq.)
provides that the Board members shall establish
policies for the investment and management of the
Thrift Savings Fund (5 U.S.C. § 8472(f) (1) and (2)); and

WHEREAS the Board members at this meeting have
reviewed the investment performance and investment
policiss of the Government Securities Investment
Fund, the Fixed Income Index Investment Fund, the
Common Stock (ndex Investment Fund, the Small
Capitalization Stock Index (nvestment Fund, and

the International Stock index investment Fund; and

WHEREAS the Board members are satisfied with the
investment perfformance and investment policies of
these Funds;

NOW THEREFORE BE (T RESOLVED that the current
investrment policies for the Government Securities
Investment Fund, the Common Stock Index Investment
Fund, the Fixed income Index Investment Fund, the
Small Capitalization Stock Index Investment Fund, and
the International Stock Index investment Fund are
affirmed without change.

Attachment
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Attachment 2

An MSC| Brand

July 21, 2011

Mr. Chad Spitler

Director

PMG — Corporate Governance
BlackRock

400 Howard Street

San Francisco, CA 94105

Dear Chad,

Enclosed are the resuits of our review of proxy votes by BlackRock for the 2™ quarter of 2011.
Our review found that there were no exceptlons to policy over this period.

t regards, '
gy éw ///,/7;

aria C. Pinnell
Chief Compliance Officer, Assoclate General Counsel

mcp/awk/enc!.

cc: Richard Reynics, Ryan Myers, Vincent Lam, Cassandra Traeger, Adrian Kosinda

2039 Gaither Road, Rockville, MD 20850-4045, T: +1 301. 556.0500, F: +1 301 5551!15‘1



An MSCt Brand

MEMORANDUM

The results of our review of BlackRock’s 2™ quarter proxy voting are as follows:
J Votes at 277 meetings were examined.

. Yotes at 147 of the 277 meetings were for directors, auditors, and/or management
say-on-pay (MSOP) only.

. At the 130 remaining meetings, there were 190 non-director/auditor/MSOP
proposals. The following table iltustrates the votes involved by proposal type:

Proposal Votes
Executive stock option plan
Non-executive stock option plan
Employee share purchase plan
Section 162(m)
Increase in common stock
Authorize new class of preferred stock
Reverse stock split
Approve conversion of securities
Approve securities transfer restrictions
Amend stockholder agreement
Approve NOL pill
Approve sale of assets under net asset value
Approve restructiring plan
Private placement
Merger and/or reorganization
Change state of incorporation
Adjourn meeting
Establish range in board size
Declassify board of directors
Adopt majority voting for uncontested election
of directors
Approve director liability and indemnification
Reduce supermajority vote requirement
Other business
Shareholder proposal
- Total:
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There were 70 votes cast on executive stock option plans:

a) 65 votes were cast in favor of the plans (92.9 percent);
b) S votes were cast against the plans (7.1 percent);
i.) 2 plans were opposed due to ability to reprice options without prior
shareholder approval.
it.) 2 plans were opposed as the plans contain an evergreen provision.
iii.) 1 plan was opposed as the plan contains a liberal definition of
change-in—control.

There were 2 votes cast on non-executive stock option plans; the votes were cast
in favor of the plans.

There were 9 votes cast on mergers and/or major corporate transactions; the votes
were cast in favor of the transactions.

There were 2 votes cast on a change in state of incorporation:

a) | vote was cast in favor of the agreements (50 percent);
b) 1 vote was cast against the agreements, as the transaction may be used as a
potential antitakeover device (50 percent).

There were 39 votes cast on shareholder proposals which included:

a) 4 shareholder proposals to declassify the board: the votes were cast in favor
of the proposals.
b) 4 shareholder proposals to call special meetings; the votes were cast against
the proposals.
c) 4 shareholder proposals to require majority voting for the election of
directors:
1.) 2 votes were cast against the proposals (50 percent);
ii.) 2 votes were cast in favor of the proposals (50 percent).
d) 3 shareholder proposals to report on political contributions; the votes were
cast against the proposals.
e) 3 shareholder proposals to provide right to act by written consent:
i.) 2 votes were cast in favor of the proposals (66.7 percent);
ii.) 1 vote was cast against the proposals (33.3 percent).
f) 3 shareholder proposals to require independent board chairman:
i.) 1 vote was cast in favor of the proposals (66.7 percent);
ii.) 2 votes were cast against the proposals (33.3 percent).
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h)
)
i)
k)

2 shareholder proposals to prepare sustainability report; the votes were cast
against the proposals.

2 shareholder proposals to reduce supermejority vote; the votes were cast in
favor of the proposals.

1 shareholder proposal to emend EEO policy to prohibit discrimination; the
vote was cast against the proposal.

| shareholder proposal to increase disclosure of executive compensation; the
vote was cast against the proposal.

| shareholder proposal to adopt policy to prohibit pro-rata vesting on equity
plans; the vote was cast against the proposal.

1 shareholder proposal to approve a recapitalization plan; the vote was cast in
favor of the proposal.

1 shareholder proposal to review and assess human rights policies; the vote
was cast against the proposal.

1 shareholder proposal to provide for cumulative voting; the vote was cast
against the proposal.

1 shareholder proposal to adopt quantitative GHG goals for products; the
vote was cast against the proposal.

1 shareholder proposal to report on lobbying contributions; the vote was cast
against the proposal.

| shareholder proposat to submit SERP to shareholder vote; the vote was cast
against the proposal.

1 shareholder proposal to include sustainability as performance measure for
senior executive compernsation; the vote was cast against the proposal.

| shareholder proposal to implement third-party supply chain monitoring; the
vote was cast against the proposal.

1 shareholder proposal to report on accident risk reduction efforts; the vote
was cast against the proposal,

1 shareholder proposal to report on climate change; the vote was cast against
the proposal.

| shareholder proposal to report on coal combustion waste hazard and risk
mitigation efforts; the vote was cast against the proposal.

There were 241 votes cast on management advisory votes on executive
compensation:

a)
b)

237 votes were cast in favor of the advisory votes (98.3 percent);
4 votes were cast against the advisory votes, as pay did not appear to be
properly aligned with performance and peers (1.7 percent).

There were no exceptions to policy this period.
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